THE AGE OF MERCANTILISM
labour according to the cost of living proved unsuccessful,
and a fall in prices enabled the working class to maintain its
traditional standard of life with less effort. A later generation
indeed flung scorn upon the orthodox theory of wages that
the price of labour should be determined by the price of food.
Instead the theory came to be held that wages depended,
like other commodities, upon the economic laws of supply
and demand.
We come next to the policy adopted in regard to unem-
ployment. The growth of capitalism created the problem
of unemployment as far back as the sixteenth.century, for
the more extended the market the greater is the liability to
commercial fluctuations. The capitalist takes on fresh hands
when trade is brisk and dismisses them when trade is dull.
In  addition the  abnormal  interruptions  which  we call
commercial crises were already a prominent feature in the
age of mercantilism. This explains why the early economists
viewed with apprehension the rapid progress of industry.
They saw clearly that England's commerce in becoming
world-wide was  affected by the vicissitudes  of a world
economy, and that the course of her economic life was
profoundly distrubed by occurrences remote from her shores.
Hence they preferred to see the prosperity of the realm
broad-based on land rather than on the shifting foundations
of trade. Even in the seventeenth century tariffs and wars
were revealed as factors of cardinal importance. The efforts
of 'the neighbouring nations in Europe' to establish their
own manufactures made the continental market precarious;
and their adherence to a protectionist policy furnished one
of the main arguments for developing a colonial empire in
order to provide an alternative market for English products.
Moreover England seldom enjoyed a protracted spell of
peace; and the industrial situation was adversely influenced
by the succession of wars. They inflated certain branches
of the national economy such as iron and shipbuilding,
interrupted the normal channels of trade, disturbed the
monetary exchanges, and brought in their wake unemploy-
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